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January 17, 2001

Honorable Mayor and Members of the City Council:

This follow-up audit of the city’s system of reporting accidents, damage, and loss to city assets was
initiated pursuant to Article II, Section 13 of the city charter.  The follow-up was designed to assess the
progress made in establishing a system for collecting, analyzing, and reporting information related to
accidents, damage, and loss.  Our efforts were also directed toward determining whether procedures have
been implemented for conducting periodic inventories of the city’s fixed assets.

The city’s system for collecting and managing accident, damage, and loss information has improved.
Regulations were consolidated and revised, and a new reporting form and management information
system were developed.  In addition, several key positions were added, including a security manager, risk
manager, and internal auditor.

Opportunities to strengthen the accident, damage, and loss system still exist.  Despite establishing a
uniform policy for collecting information, departments are not reporting incidents consistently.  In
addition, the information collected does not meet the needs of some stakeholders.  As a result,
information related to accident, damage, and loss incidents is not centralized and continues to be
maintained in individual departments. To improve the information available to managers, we recommend
simplifying the reporting requirements and instructions, establishing dollar reporting thresholds, and
incorporating accident, damage, and loss information into a comprehensive risk management information
system.

Our original audit also reported that city regulations did not require a periodic physical inventory of fixed
assets.  Physical inventories are still not required, although the Finance Department plans to require them.
Policies and procedures for conducting periodic physical inventories of the city’s fixed assets should be
established.

The city manager and director of Finance received a draft of this report on November 22, 2000.  Their
written responses are included as appendices.  We appreciate the courtesy and cooperation extended to us
during this project by city staff.  The audit team for this project was Martin Tennant and Nancy Hunt.

Mark Funkhouser
City Auditor
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_____________________________________________________________________________________
Introduction

_____________________________________________________________________________________
Objectives

This follow-up audit of the city’s system for reporting accidents, damage,
and loss to city assets was conducted pursuant to Article II, Section 13 of
the Charter of Kansas City, Missouri, which establishes the Office of the
City Auditor and outlines the city auditor’s primary duties.

A performance audit is an objective, systematic examination of evidence
to independently assess the performance of a government organization,
program, activity, or function in order to provide information to improve
public accountability and facilitate decision-making.1  A follow-up audit
is an examination for the purpose of reporting the extent to which an
agency has dealt with problems identified in a prior audit.

This follow-up audit was designed to answer the following questions:

•  Have procedures been established and a system implemented for
collecting, analyzing, and reporting accident, damage, and loss
information?

•  Have procedures been established and implemented for conducting
periodic inventories of the city’s fixed assets?

_____________________________________________________________________________________
Scope and Methodology

This follow-up audit was designed to determine the progress made in
addressing problems identified in the March 1997 audit report.2  It is not
intended to be another full-scale audit of the city’s system for reporting
accidents, damage, and loss to city assets.

This follow-up audit was performed in accordance with generally
accepted government auditing standards, with the exception of the
completion of an external quality control review of the City Auditor’s
Office within the last three years.3

                                                          
1 Comptroller General of the United States, Government Auditing Standards (Washington, DC: U.S. Government
Printing Office, 1994), p. 14.
2 Reporting Accidents, Damages and Losses, Office of the City Auditor, Kansas City, Missouri, March 1997.
3 The last review was performed in April 1995.  A peer review is planned for 2001.
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Audit methods included:

•  Reviewing the original audit and subsequent Audit Report Tracking
System (ARTS) reports.

•  Reviewing policies and procedures related to the city’s accident,
damage, and loss and fixed asset accounting systems.

•  Interviewing staff responsible for the city’s accident, damage, and
loss and fixed asset accounting systems, and observing
demonstrations of the systems.

•  Interviewing risk managers in local businesses.

No information was omitted from this report because it was deemed
privileged or confidential.

_____________________________________________________________________________________
Background

Regulations and procedures related to reporting accidents, damages, and
losses to city assets are included in the city’s Administrative Regulations
and Manual of Instructions.  The security manager has overall
responsibility for the accident, damage, and loss system.  The Risk
Management Division, Accounts Division, and Law Department have
key responsibilities related to safeguarding assets.

Security Manager.  The security manager’s responsibilities include
managing a database, called the Incident Reporting and Information
Management Software (IRIMS) system.  IRIMS contains information
from individual accident, damage, and loss incident reports submitted by
departments.  The security manager receives the completed report forms
and distributes analyses of incidents.  He also conducts investigations
and makes recommendations to safeguard city property.

Risk Management Division.  The risk manager is responsible for
directing all activities of an integrated risk management system and
develops policies to minimize loss to city property and equipment.  The
Risk Management Division coordinates workers compensation and
insurance claims.

Accounts Division.  The Accounts Division maintains the central record
of the city’s fixed assets.  Policies and procedures in MI 2-4, Fixed Asset
and Property Accounting System, and in the Kansas City Financial
Management System Accounting Manual are applicable to all
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departments for reporting adjustments to fixed asset inventories.
Departments report inventory changes to the division by using the
appropriate asset input form.  The fixed asset manager has no direct
access to the IRIMS database.  The manager must phone or email
inquiries to the security manager in order to confirm departments’ reports
of assets lost or damaged beyond repair.

Law Department.  The Law Department resolves claims against the city
including those related to accidents, damage, and loss; workers’
compensation claims; and injury claims against third parties.  One
employee in the Law Department’s Recovery Section performs most of
the IRIMS data entry.

Summary of the 1997 Audit

Our March 1997 performance audit identified needed improvements in
the city’s system for reporting accident, damage, and loss information
and for managing the associated risks.  We recommended that the city
develop and implement procedures to collect, analyze, and report
incident data in order to identify consistent problems and to minimize the
risk of loss.  We also recommended that the director of finance develop
and implement procedures to provide periodic physical inventories and
the ability to cross-reference incident reports with asset records.

The original recommendations are included in Appendix A.  Audit
Report Tracking System (ARTS) reports submitted by management are
included in Appendix B.
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_____________________________________________________________________________________________

Findings and Recommendations

______________________________________________________________________________
Summary

The city’s system for reporting accidents, damage, and loss to its assets
has changed significantly since the release of our March 1997 audit.
Regulations were consolidated and revised, a new reporting form and
management information system were developed, and the positions of
security manager, internal auditor, and risk manager were established.

Opportunities to strengthen the accident, damage, and loss system still
exist.  Although the consolidated regulations established a uniform
policy for collecting information, compliance is inconsistent, reporting
requirements are confusing, and dollar thresholds for reporting and
managing incidents are too broad.  Simplifying and clarifying reporting
requirements would make the system more effective.

Information related to accidents, damage and loss remains fragmented,
access to the database is restricted, and analysis is limited.  Staff using
the system indicated that it does not meet their needs.  Although the
accident, damage, and loss system is under the purview of the city’s
security manager, the data analysis duties required to manage the system
more closely match the skills of those working in the Risk Management
Division.  Collection, analysis, and reporting of accident, damage, and
loss information should be integrated into a comprehensive risk
management information program to make it more useful.

The city’s regulations do not require periodic physical inventory of the
city’s fixed assets.  To assure the reliability of the fixed assets inventory,
policies and procedures should be established for conducting periodic
physical reviews.

_____________________________________________________________________________________
Management of Accident, Damage, and Loss Information Needs Further
Improvement

Improvements and changes in the city’s system for collecting accident,
damage, and loss information were implemented after the release of our
original audit. (See Appendix C for a chronology of developments.)
Regulations were revised and consolidated, however, reporting is
inconsistent, critical information is not provided, and some written
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procedures remain unclear.  The same report form and level of detail are
required for every incident regardless of the size or nature of the loss,
making it difficult for management to focus on more important incidents.

Regulations Were Consolidated

Since the original audit, the city’s Administrative Regulations and
Manual of Instructions have been revised and multiple Administrative
Regulations related to accidents, damage, and loss were consolidated.
Our 1997 audit reported that some of the reporting procedures had not
been updated since 1982.

Administrative Regulation (AR) 7-1, “Procedures for Reporting All City-
Related Incidents, Accidents, or Thefts,” governs the accident, damage,
and loss system.  It details reporting responsibilities and procedures for
all employees.  The stated purpose of the AR is to enable the city to:

•  Provide a uniform policy for reporting all incidents.
•  Determine the basic causes of incidents.
•  Recommend and implement effective corrective action in order to

eliminate or mitigate future incidents.
•  Provide management with incident statistics for analysis.
•  Recover property.
•  File claims for insurance reimbursement.

Compliance With New Regulations Is Inconsistent

AR 7-1 requires employees to report all incidents via an accident,
damage, and loss incident report form, but staff who work with the
system believe that many incidents go unreported.  Reporting
requirements as outlined in city regulations are not clear and consistent.
If incidents are not reported within the established policy, patterns of loss
may go undetected.

All incidents may not be reported.  The security manager, risk
manager, and internal auditor believe that a significant number of
accident, damage and loss incidents go unreported.  Although AR 7-1
requires submission of a report regardless of the size or nature of the
loss, some departments do not file a report on every incident.  Instead,
some departments manage losses through their budgets and report only
incidents that are relatively significant or require the assistance of the
Law Department.  When all incidents are not reported according to the
established requirements, significant problems or patterns could go
undetected and aggregate analysis of information may be incomplete.
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Reporting requirements are confusing.  Reporting requirements in the
Administrative Regulations and Manual of Instructions are not consistent
or clear.  The current system of phone, fax, and paper reporting is
outlined in the regulation, instructions, and report form; however, the
directions contained in the city’s regulations are inconsistent.  As a
result, it is not clear to whom information should be provided and certain
controls and reporting requirements established in the city’s procedures
are bypassed.

Reporting Requirements Are Too Broad

Currently, all incidents are supposed to be reported on a four-page form.
Submitted reports, however, do not contain all of the information
requested.  The volume of incident reports produced by broad reporting
requirements makes it difficult to distinguish between incidents meriting
greater attention and those that should be handled more simply, perhaps
by the departments themselves.

Establishing dollar thresholds could improve effectiveness.  The
current four-page form may be inappropriate for reporting small losses.
Our 1997 audit recommended developing procedures that specify a
dollar threshold for submitting reports and how to account for losses
below that level.  The city manager, in subsequent ARTS reports, also
noted the need to evaluate alternative dollar reporting requirements.

Dollar thresholds help managers to focus their efforts on risks that have a
higher likelihood of producing organizational benefits.  The dollar loss
and the associated level of risk should help determine how incidents are
reported and at what organizational level different incidents should be
addressed.  The effectiveness of the accident, damage, and loss system
could be improved by establishing dollar thresholds that help determine
how losses of varying sizes will be handled.

Reports are frequently incomplete.  Even when reports are received,
key pieces of information, such as the identity of the individuals or
property involved or dollar values, are not always reported.  Despite the
missing information, individual incident reports are entered into IRIMS,
the accident, damage and loss database.  The lack of identifying
information, however, limits the usefulness of data contained in the
system.

A simplified initial report form is needed.  The accident, damage, and
loss process could be improved by using a simplified initial reporting
form to consistently obtain key pieces of information, including the
estimated cost and the individuals involved in an incident.  The initial
reports could be reviewed to determine whether further investigation is
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warranted.  Subsequent investigation and corrective action should be
taken at an organizational level that is appropriate to the amount of the
loss and the associated level of risk.

The city manager should revise Administrative Regulation 7-1 to
simplify and clarify reporting requirements, to establish dollar thresholds
for reporting and managing incidents, and to establish instructions for
accounting for losses below dollar thresholds.

_____________________________________________________________________________________
A Comprehensive Risk Management Information System Should Incorporate
Accident, Damage, and Loss Information

The system for collecting and managing accident, damage, and loss
information is fragmented.  Software installed to manage accident,
damage, and loss information increased the city’s capacity to identify
and analyze incident information, but little analysis is performed and the
information provided does not meet stakeholders’ needs.  A more
comprehensive risk management information system that includes
accident, damage, and loss information could offer more opportunities
for analysis and improve efforts to minimize damage and loss to city
property.

Departments and Divisions Maintain Separate Information Systems

The Risk Management Division, the Accounts Division, the Law
Department, the security manager, and the internal auditor each use
separate methods to manage information related to accidents, damage,
and loss.  Although these departments and divisions could benefit from
links between systems containing the city’s accident, damage, and loss
information, such links do not currently exist.  When asked, stakeholders
reported that the current accident, damage, and loss database does not
meet their information needs.

Patterns of Accidents, Damage, and Loss Are Not Identified

The Incident Reporting and Information Management Software (IRIMS)
database was installed and the associated accident, damage, and loss
incident report form was introduced early in 1999.  Access to incident
reports is restricted, however, and data available from the IRIMS
database is limited.  Although departments receive monthly reports based
on IRIMS data, the reports do not analyze losses by cause, individual,
location, or type of asset.  As a result, important patterns of loss are not
identified in the report.  Such analysis could be useful for identifying
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patterns of loss and for developing effective strategies to prevent loss in
the future.

Causes of loss are not determined.  One of the objectives of AR 7-1 is
“to determine the basic causes of incidents and to recommend and
implement effective corrective action in order to eliminate or mitigate
future incidents of accident, injury, damage or loss.”  The incident report
form contains a detailed checklist of 80 incident causes.  Cause is not,
however, a mandatory field in the IRIMS database.

Although the security manager’s monthly reports include causes for most
incidents, the reports do not provide a summary of common causes or
group patterns of loss by individual, location, or type of asset.  An
analysis of incident information by cause or other criteria could provide
useful information for identifying patterns of problems so that preventive
measures can be taken.

Analysis is minimal.  Management’s standard source of accident,
damage, and loss information is the security manager’s Monthly Incident
Activity Report provided to department directors.  Each department’s
report is limited to that department’s reported incidents for the month,
along with prior year and prior month comparisons of the number of
reported incidents by type.  Some citywide information is also provided
in postings of Security News & Views provided to employees on the
city’s electronic mail system.

Department access is restricted.  Individual incident reports are readily
available only to the security manager, risk manager, internal auditor,
and the Law Department.  Departments are to retain a copy of the
original incident report but once the initial report is provided to the
security manager, he assumes proprietary control over the information
and will not provide a copy of the report to the originating department
unless the department director makes a specific request.

The security manager periodically offers training on the IRIMS database.
Those who complete training are provided password access to the
information contained in the system.  Some data is available and limited
reviews may be performed within IRIMS through filtering, sorting, or
grouping.  Analysis is limited, however, because data cannot be
downloaded from IRIMS.

Management Information Related to Accidents, Damage, and Loss
Should Be Included in a Comprehensive Risk Management Program

Accident, damage, and loss information should be integrated into a
comprehensive risk management information system.  AR 7-1 assigns
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responsibility for managing the city’s accident, damage, and loss
information to the security manager.  ARTS reports, however, have
suggested that certain compliance responsibilities might be more
appropriately delegated to the risk manager.

Database management and analytical skills are needed.  The skills
required in the Risk Management Division appear to be better suited to
the administration and analysis of database information than those skills
required of the security manager.  The risk manager is responsible for
directing the city’s integrated risk management system to minimize
injury and sources of damage and loss to city property.  The risk manager
is also required to have knowledge of modern systems, organization, and
management analysis techniques.  In contrast, the security manager is
responsible for the city’s comprehensive security program, including the
security of employees, visitors, and municipal property.

The security manager offers custom analysis of a department’s reported
accident, damage, and loss incidents, but he said he has not received any
requests for custom reports.  When we requested several reports from the
security manager, we found that his available time and expertise were not
sufficient to produce the reports requested.

Risk management’s information system could incorporate accident,
damage, and loss data.  The Risk Management Division is planning to
acquire management information software that could better
accommodate the needs of major stakeholders in an integrated risk
management system.  New software is expected to provide controlled on-
line database access and on-line incident reporting and data analysis.  It
is intended to be useful for improving safety, tracking trends and
frequencies, and anticipating the effects of loss on department budgets.

The city’s accident, damage, and loss information should be integrated
into a comprehensive risk management information program, of which
the IRIMS data would be one part.  Incident information would continue
to be available to the security manager for use in his security and
investigative work, while freeing him from many database and analysis
responsibilities.

The transfer of IRIMS information to a single risk management database,
when combined with the anticipated capabilities of a new database
system should decrease the level of information fragmentation that
currently exists.  The city manager should direct that accident, damage,
and loss information be integrated into a comprehensive risk
management information program.
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_____________________________________________________________________________________
Periodic Physical Inventories Should Be Conducted

The accuracy of the city’s fixed asset inventory records remains a
concern because periodic physical inventories are not conducted.  The
original audit recommended that inventory reliability be improved by
using accident, damage, and loss incident reports to update inventory
records and by conducting periodic physical inventories to compare
inventory records with actual inventory.  Unless inventory records are
periodically verified through physical counts, records can be inaccurate
and the city risks losing track of its assets.

Inventories Rely on Unverified Information

Each department’s fixed asset coordinator uses fixed asset input forms to
notify the Finance Department about changes to its fixed assets.  Each
coordinator has discretion on whether or not to conduct physical counts
before certifying the accuracy of the asset list provided by Finance.  The
city’s fixed asset inventory is based on each department’s unverified
certification.

Finance Plans to Require Inventory Counts

The Finance Department plans to require a periodic inventory of the
city’s fixed assets.  Our original audit recommended that physical
inventories of fixed assets be conducted.  Finance recently notified
departments that a new policy will require them to verify “with a
physical inventory the presence of city property at least once every three
years” and that Finance will “verify the accuracy of the inventory records
by taking a physical inventory of city property in at least four different
locations every year.”4

To better assure the reliability of the city’s fixed asset inventory, the
director of finance should develop and implement policies and
procedures for conducting periodic physical inventories of the city’s
fixed assets.

                                                          
4 Fixed Asset Policy draft provided to the city auditor by the Finance Division’s fixed asset administrator.
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_____________________________________________________________________________________
Recommendations

1. The city manager should revise AR 7-1 to simplify and clarify
reporting requirements, establish dollar thresholds for reporting
and managing incidents, and add instructions for accounting for
losses below threshold levels.

2. The city manager should integrate the collection, analysis and
reporting of accident, damage, and loss information into a
comprehensive risk management information program.

3. The director of finance should develop and implement policies
and procedures for conducting periodic physical inventories of
the city’s fixed assets.
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_____________________________________________________________________________________
Appendix A

_____________________________________________________________________________________
Prior Audit Recommendations
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Prior Audit Recommendations

1. The directors of Finance and Business Affairs should work
together to develop and implement new policies and procedures
for reporting accidents, damages, and losses as part of an
overall policy for the city’s fixed assets.  The procedures should
specify the item value level at which reports must be submitted,
as well as instructions on accounting for losses to items with
values below that level.  The procedures should, at a minimum,
also include new pre-numbered forms, directions for updating
asset records using the submitted reports and the Fixed Asset
Disposition form, and require asset numbers to be recorded on
reports.

2. The directors of Finance and Business Affairs should update the
distribution list for accident, damage, and loss reports.
Additionally, the city auditor should be added to the distribution
list for accident reports.

3. The city manager should delegate responsibility for monitoring
compliance with the new procedures to a department under his
supervision.  The city auditor should only receive copies of
accident, damage, and loss reports for review.

4. The directors of Finance and Business Affairs should work
together to establish procedures and implement a system for
collecting, analyzing and reporting information about accidents,
damages, and losses involving city assets.

5. The director of Finance should develop and implement written
policies and procedures for conducting annual physical
inventories of the city’s fixed assets.

6. The director of Finance should require that the input fields for
serial numbers and purchase order numbers in the FMS fixed
asset module be mandatory entry fields.
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Appendix B

_____________________________________________________________________________________
ARTS (Audit Report Tracking System) Reports
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Appendix C

_____________________________________________________________________________________
Chronology
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Chronology

The following is a chronology of developments related to the city’s
management of risk and fixed asset inventories since our original audit
was issued in March 1997.

3/97 Performance Audit: Reporting Accidents, Damages, and Losses
issued by the City Auditor’s Office.

5/97 Director of Business Affairs position eliminated.  Accident,
damage, and loss management transferred to the Accounts
Division of the Finance Department.

9/97 New Security Manager position filled.

5/98 Responsibility for accident, damage, and loss management
transferred to the Security Manager.

7/98 New Risk Manager position filled.

3/99 Incident Reporting and Information Management Software
(IRIMS) installed.

AR 7-1, Procedures for Reporting All City-Related Incidents,
Accidents, or Thefts, consolidates previous ARs 7-1, 7-2, 7-3 and
7-5.  Incident reporting form issued.

5/99 MI 2-4, Fixed Asset and Property Accounting System introduces
electronic asset input forms available via KCFMS.

MI 5-1, Reporting Damages and Losses to City Property, refers
to AR 7-1.

8/99 New Internal Auditor position filled.

11/99 Ethics Hotline activated.

9/00 AR 7-2, Workers’ Compensation Program, issued.
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Appendix D

_____________________________________________________________________________________________
City Manager’s Response
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Appendix E

_____________________________________________________________________________________________
Finance Director’s Response



Follow-up Audit:  Reporting Accidents, Damage, and Loss

40



Appendices

41



Follow-up Audit:  Reporting Accidents, Damage, and Loss

42



Appendices

43



Follow-up Audit:  Reporting Accidents, Damage, and Loss

44



Appendices

45



Follow-up Audit:  Reporting Accidents, Damage, and Loss

46

GFOA Recommended Practice5

The Need for Periodic Inventories of Capitalized Fixed Assets (1997)

Background.    In the public sector, the term “fixed assets” is used to describe land, buildings,
equipment, and improvements other than buildings used by a government in the provision of
goods or services to citizens.  It is essential that governments establish and maintain appropriate
inventory systems for their capitalized fixed assets.  Such systems are needed to protect fixed
assets from the danger of loss or misuse.

Many governments have installed “perpetual” inventory systems to maintain effective control
over their fixed assets.  Perpetual inventory systems are constantly updated to reflect additions
and deletions of fixed assets, thus providing managers with direct access throughout the year to
reliable information on current balances in fixed asset accounts.

One advantage of establishing and maintaining a sound perpetual inventory system for fixed
assets is that such a system can relieve a government of the burden of performing an annual
inventory of its fixed assets.  Instead, managers and auditors can use tests of randomly selected
items to verify that the inventory system for fixed assets is continuing to function properly as
designed.

Recommendation.    The Government Finance Officers Association (GFOA) recommends that
every state and local government perform a physical inventory of its capitalized fixed assets,
either simultaneously or on a rotating basis, so that all of a government’s fixed assets are
physically accounted for at least once every five years.  While well-designed and properly
maintained perpetual inventory systems can eliminate the need for an annual inventory of a
government’s fixed assets, no inventory system is so reliable as to eliminate completely the need
for a periodic physical inventory of a government’s fixed assets.

                                                          
5 Recommended Practices for State and Local Governments, Government Finance Officers Association, March
2000, p. 21.
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